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Is the Marshall Plan 


Succeeding? 
* 


Mr. Newton: Is the Marshall Plan succeeding? That is the subject 
‘or discussion, and the speakers are Geoffrey Crowther, editor of the 
conomuist; Kingsley Martin, editor of the New Statesman and Nation; 
nd Charles Kline, the London correspondent of the United States 
ews. 

_ Crowther, would you begin, please? 


Mr. CrowTHer: As one very famous broadcaster who has very often 
roadcast with Kingsley Martin and me in the past would say, “It all 
lepends what you mean by ‘succeeding.’ ” If the success or failure of the 
arshall Plan is to be judged by some of the more apocalyptic visions 
n the past eighteen months which have been given as its objective— 
uch as to create a full-scale United States of Western Europe, if not the 
rotherhood of man and the federation of humankind by June 30, 1952— 
f that is the test, well, then clearly it is not succeeding. Those things will 
ot be attained in three years’ time, and there may indeed be some dis- 
ppointment aDOEE, the enthusiasts in America and elsewhere at that 
ime. 
If you judge the success or failure of the Marshall Plan by the more 
odest and practical and realistic objectives which were, in fact, in 
Secretary Marshall’s mind when he made the famous Harvard speech 
n June, 1947, then I think that it is succeeding. Those more practical 
rbjectives were: to prevent the economy of Western Europe from col- 
apsing and to put the nations of Western Europe—or indeed of Eastern 
urope, too, if they had been willing to play—on the road to recovery 
within 1952. If you judge by those tests, then I think that the Marshall 
Plan clearly is succeeding. 
| As you can see very clearly by comparing the present state of affairs 
n Western Europe either with what it was in 1947 or with what it 
ould have been if we had been just allowed to run out of dollars and 
0 sink or swim by what we could earn in this transition period by that 
‘est, certainly it is succeeding. 
1 
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Mr. Newton: Thank you, Crowther. 
Kingsley Martin? i 


Mr. Martin: That is a typically moderate, temperate statement by | 
Geoffrey Crowther that the Marshall Plan, in short, has averted collapse. 7 
Now, I do not think that it is true that that was only what it was meant | 
to do. I do not, of course, suggest for a moment that anybody thought 
that it would do some of the wild things which were hoped of it. But it | 
was meant to do more than prevent collapse. It was suggested that it | 
might make Western Europe self-supporting by 1952. I do not see any } 
reason now to believe that that prognostication will come off. It is only } 
Britain—Geoffrey Crowther will correct me if I am wrong—but, so far as } 
I know, it is only Britain which is really spending a large part of Mar- 
shall aid on equipment for the future. The large majority—I know there } 
are exceptions—but the large majority of the expenditure is on what 
comes broadly under the heading of “consumers’ goods.” If you go into 
Italy today, you can buy American cars; you can find any amount of 
cigarettes about; you can find too many unemployed; and you can get all 
the petrol which you want at five shillings a gallon. I do not believe that | 
that is success in relation to the future of Italy nor do I thing that it is} 
success in relation to defeating communism. I think that the general 
effect of it distorts the economy of the world very badly. But that is aj 
point which I will take up the next time it comes around to me. 


Mr. Newron: Charles Kline? 


) 


(i 


Mr. Kune: I think that Crowther is right in saying that the Marshall|| 
Plan has been a very quiet but nevertheless a very real success. It is very 
difficult to say that the Marshall Plan has been a brass band, because it 
has not. It has been something which has underpenned what was nec-| 
essary for the twenty countries to go on. 

I should not think that the Marshall Plan would be easy to publicize.’ 
As a matter of fact, I believe that it has not been; and, if I should have 
criticism of the Marshall Plan, I should say that it has not been brought} 
home to the individuals, who are eating or working or living on the 
Marshall Plan, that they are doing so as a consequence of it. But I doy 
think that the American investment has been very well put, and I think! 
that it is paying rather large dividends. 


Mr. Newton: Martin, I do not think that you agree with that, do i 


Mr. Martin: Well, no. I cannot help noticing—in fact, it seems to m 
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at it is almost a contradiction in what Kline said just now. He said 
at there was lack of publicizing the Marshall aid, almost as if he meant 
; that we were not grateful enough. I think that he almost said that. 
ou see, if you are grateful for charity—and I’m afraid in this case that 
really what it amounts to (I do not think he quite meant that, but 
at is what it comes to), you must not in that case expect us to be grate- 
ll, because there is nothing for which the people are so little grateful. 
he real things which we should really test our feelings about in this 
latter, in my view, are whether we are doing what Mr. Marshall made 
» clear in the beginning—whether we are trying to become self- 
ipporting people who are capable of independent life after a time with- 
at American aid. I think that the less we think about the charitable 
pect of it, so to speak, the better, and the better for our relations with 
ie United States, too. 


Mr. Newton: Crowther, do you think that we are becoming self- 
Ipporting? 

Mr. Crowrtner: We are getting that way. Perhaps I can just first say, 
; It is entirely proper in a discussion of this sort, that I do not quite 
sree either with Kline or with Martin. I think that the Americans 
nderrate the extent to which the people of Western Europe, or certain- 
of Great Britain, which is the situation which I really can talk about 
sst, do understand what is being done. 

Nobody finds it very easy to be constantly and enthusiastically effusive 
Jout a matter of this sort; but it would be my judgment that the British 
sople do understand what is being done for them and that, if we are 
ot, in a sense, personally grateful to individual Americans, which is 
srhaps a bit too much to understand, I do think that the great major- 
y of the British people are profoundly grateful either to the United 
ates or, if you like, to the circumstances or, if you wish to put it that 
ay, to Almighty God for the astonishing revolution which has taken 
art in the attitude of the American people toward Europe in the course 
the last generation. 


Mr. Kure: I think that “gratitude” is a very bad term, because I do 
ot think that the American public, if there is such a general term, wants 
-atitude. I think that the American public undertook the Marshall Plan 
a time when it meant real sacrifice, but I am afraid that it is not gen- 
ally known in the United Kingdom or in the other countries the extent 
. which the Marshall aid is contributing to their present economic 


) 
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recovery. For instance, do you think that there is a general awareness— 
do either of you gentlemen think there is a general awareness—that if 


iH 


that. 


Mr. Martin: It is quite clear that we owe really a great deal of ouy 
present comparative comfort to the United States and that the American 
taxpayer is doing a very extraordinary thing, indeed. He is paying taxes 
so that American producers can be well paid for giving their product 
away to people other than himself. If I were an American taxpayer, ] 
would want that money spent on myself. And, therefore, I am very 
grateful to America in that sense. 7 


Mr. CrowtHer: Now, Martin, that is really rather less than fair to the 
Americans. 


Mr. Martin: On the contrary. 


money to keep American producers solvent, because at the time 
the Marshall Plan was started—whatever may be true now or in th 
future—there was not a surplus of these things in the United States; an¢ 
secondly, that attitude forgets the fact that the American taxpayer 
providing a large amount of this money not to go to American producer 
of wheat and so forth but, in so-called “offshore purchases,” to people it 
other countries and in third countries—in Canada, quite specifically 
That is, the American taxpayers’ dollars are being handed over t 
Canadian wheat producers to feed us. 


Mr. Martin: I understand now that we are not allowed to bu 
Canadian wheat... 


Mr. Crowruer: Not yet; not yet. 


Mr. Martin: ... with Marshall aid dollars. It has just happened, has i 
not? 


Mr. Crowtuer: Not yet. 


Mr. Martin: Let me get to the main point about whether the Marsha 
Plan is succeeding, because surely one of the points about success 
success, as Crowther said, for what. Now, the main motive in the mind 
of Congress clearly was anti-communism. I think that we have to cof 
sider, therefore, not only what is its success in the sense of making U 
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ore prosperous but also whether it was successful in keeping back the 
reat of communism. In France, to some extent, I think that it certainly 
s, by stabilizing the French exchange, for instance, it has certainly 
Iped to hold communism out. I do not believe myself that that is a 
ry permanent success, because I think that there are very grave dif- 
ulties in the whole situation. 

And I want to ask Crowther, for instance, whether he does not agree— 
perhaps Kline is the right person to ask—whether there is not a con- 
diction in the American mind about the position of a creditor? I 
ean: If you are a creditor, can you possibly export as much as America 
trying to export? Do you not have not to work so hard and to take 
ore and to give less? 


Mr. Newton: Kline, would you like to answer that? 


Mr. Kune: It is very true that the American mentality has to change 
id that the Americans have to assume, in a sense, the position that the 
ritish have—of exporting capital and of adjusting themselves to risks 
road. It seems to me that they are doing that gradually. Certainly the 
arshall Plan at the beginning was a sacrifice to them. It is less a sacrifice 
business tends to slow down in the United States. I quite agree with 
at. 

But to the main point—as to whether the Marshall Plan is succeed- 
g—the observations which I have been able to make in the United 
ingdom and on the Continent—and I have not been to Italy, I concede 
at—but, otherwise, it does seem to me that the Marshall Plan is build- 
ga rather firm economic base in which these countries can feel their 
eedom and can enjoy their freedom. I do not know about Italy. I would 
<e to hear what you think about it. 


Mr. Crowtuer: I just wanted to say a word about Martin’s remark 
yout whether the Marshall Plan is succeeding in keeping communism 
check. I agree that that was one of the largest, perhaps the largest, 
otives behind the whole thing. My answer to that is: Yes, manifestly 
-s. And again the comparison must be, I think, with what would have 
uppened if there had been no Marshall Plan. Now, anybody can always 
eculate as to what would have happened, but it seems to me to be 
irly clear that, in the spring of 1948, instead of this very large sum of 
ee dollars’ being put at the disposal of Western Europe to pay for its 
scessary imports of foodstuffs and raw materials, if those dollars had 
xt been forthcoming and if there had been a shortage of food, which 
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meant people going hungry, if there had been a shortage of raw mate: | 
rials, which would mean people being out of work, it seems to me to be” 
as certain, as anything hypothetical can be certain, that the Communists, | 
strong as they may now be in some of these countries, would have been | 
infinitely stronger by now if there had not been a Marshall Plan. 


Mr. Martin: Of course, I agree with that; I would not deny it for @} 
moment. | 

There is a very curious point. I cannot help feeling that Russia made} 
the supreme mistake of her diplomatic history over Marshall aid. You, 
may remember that Molotov came to Paris for a few days, announced} 
that he was willing to have what he called a “shopping list”; however, | 
that he was not prepared to come into the proposal as put. Well, now, | 
if the Russians had not done that—if they had stayed and if they had} 
allowed the Czechs and the Poles to come in—they would surely be in 
a wonderful position (I am very much interested to know what you 
think about it), because I do not think that a penny of Marshall aid} 
would have actually come from the United States if the East had come} 
in. Therefore, if they had wanted to defeat Marshall aid and really make} 
communism succeed on the Continent, all they had to do was come in 
and ask for its benefits. 


Mr. Newron: Kline, what is your view of that? 


Mr. Kune: There is a great deal in what you say, Martin. I think} 
that we—the United States—were making a case before the world; but} 
I do not impute to Secretary Marshall the insincerity which I think you} 
do. It was a bridge which he would have crossed when he came to it.) 


Mr. Newton: Do you agree with that, Martin? 


Mr. Martin: I do not, attribute its insincerity to Marshall at all. My 
trouble has been, frankly, that I think since Marshall’s Harvard speed 
the whole of Marshall aid has tended to be spelled “m-a-r-t-i-a-l” instead} 
of the usual way; that is to say, there has been a swing toward regarding} 
the right method of attacking communism to be the military method 
and less emphasis and farther away from the method of building up al 
sound economy. And my general point is that I am doubtful about) 
whether it is in fact happening that we are building up a sound economy, 


Mr. Kune: I would take from that that you would think potential 
military equipment has been delivered under Marshall aid. | 


Mr. Martin: Yes, and other things. 
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Mr. Kune: But what equipment? 


Mr. Martin: We get into very disputed and controversial grounds 

ere. I can actually, if you want to, give you some figures which have 
ecently been published about the amount of money which I gather is to 
spent on arms for Europe. But I do not think that we ought to go into 
etail on that. 

What I was trying to say was that the real bulwark against com- 
aunism, if there is one, is to show that the contradictions of capitalism, 
s they are called, do not exist. That is to say, we must show that we can 
yuild in Western Europe something solid in which people do not want 
o be Communists. I believe that merely arming Western Europe will 
10t succeed in that. 


_ Mr. Crowruer: I would like to take Martin up on both sides of that: 
‘irst of all, his point that the Marshall aid—‘“M-a-r-s-h-a-l-l” aid—has 
veen.tending to become “m-a-r-t-i-a-l.” 

I think that Kline was entirely right in saying that that is not so and 
hat very little which could even remotely be called munitions has been 
lelivered under Marshall aid. In so far as there has been a tendency to 
nove over toward a thinking of defensive preparations, whose fault is 
hat? I think the implication in Martin’s mind, which I regard as most 
infortunate, that that has been a sort of a distortion of the original plan, 
vhich has come from the American side, is most unjust. If it has been 
nodified in the past twenty-one months since the Harvard speech, the 
ault lies somewhere else than in Washington. 

But the real test (I agree with him here) is whether we are in Western 
lurope on our way to building up a sound, self-supporting economy. 
Xan we make our particular variety of half socialism, half free enter- 
rise—well, no, it is not half socialism; it is one-fifth socialism, four-fifths 
ree enterprise—can we make it work? That is really what we are being 


sked. 
Mr. Martin: That is right. 


Mr. Crowruer: The question which we are discussing tonight is not 
Has the Marshall Plan succeeded?” but “Is it succeeding?” And I 
hink that it is worth recording that we have only just finished the first 
ear of four. If you could take what has been done in that one year and 
aultiply it by four, if you could do that, then it is quite clear to my 
nind that it would succeed in doing that—building up a sound self- 
upporting economy. But I am not sure that you can do that. I think 
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that the first year of the Marshall Plan has really gone better than cer- © 
tainly I personally expected, but I am not quite sure about the future for © 
two reasons. My first reason is this: That the whole setup of the Marshall _ 
Plan, and the whole body of doctrine which has grown up under it, the ~ 
whole attitude of approach of the people who are running it, relates toa _| 
period, in which, it is quite true twelve months ago, the great problem of | 
the world is shortage of supplies and shortage of goods, and I think that | 
we are now moving into a period, do you not, of going back to our old | 
familiar frend the major economic problem of the future, I suspect—~ : 
the opposite one of shortage of markets. I am not quite sure that the | f 
Marshall Plan is going to work quite so well in those circumstances as in _ 

the other. } 


I have another point to make, but I see Martin wants to break in. 


Mr. Martin: I want to say, in the first place, that I agree with you” 
about the complication, at any rate, on the point about whose fault it is. 
That is neither here nor there. 

My point was that if you do allow yourself, whosever fault it is, to get 
into the state of mind in which you think as an economic doctrine that 
what really and necessarily must happen, if capitalism and its halfway 
houses breaks down—if we get into a habit of thinking that that can be | 
defeated by war, war preparation, you are wrong. : 

I did not say that; it it another, a long discussion about whose fault, 
which I would very much like to have; that is neither here nor there. 
I say that if you get into that state of mind, then you are, if you like, | 
playing the Communist game. 

On the second point I agree, of course, entirely. Indeed, I made the 
point just now about the markets. That the Marshall aid has been a | 
great benefit to us this year individually and as peoples is quite clear. 
The point is whether we are building anything. I do not know that 
Geoffrey has really answered my point. I originally said that it appears to 
be only England which was really trying to get itself onto a self-sufficient 
basis and that we are trying to do it in the whole of the West in a very 
odd way. We are trying to compete and we have to export, as it stands, 
to places where American mass production is likely always to defeat us, 
such as Canada and Latin America; and it would seem to me that our 
natural places to look for this trade exchange, particularly if you think 
of Western Germany, is the Eastern world, Eastern Europe, rather than 
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ose places where American mass production would naturally and 
rasily defeat us. 


Mr. Crowrner: Wrestling with several points here at once, and I am 
ot quite sure which ones I ought to take up, let me try and deal with 
hem very briefly. 

First of all, this point as to whether or not the Marshall Plan is tend- 
g to become a military rather than a political matter. Martin said we 
must not get into the frame of mind in which we imagine spending for 
nilitary purposes is going to serve our purposes. That would seem to 
mply that he thinks that the United States and the other Western 
duropean governments are sort of gleefully going in for rearmament 
Irograms as a means of buttressing something which is otherwise break- 
ng down. 


Mr. Martin: Yes. 


| Mr. Crowrner: But surely the truth is the exact opposite. It is only 
with the utmost reluctance, and the legislatures of these various coun- 
tries had to be persuaded with the greatest of difficulty to spend any 
money on military preparations. That surely is a fact. It is not that they 
are rushing into it with glee; they are not saying that at last, thank 
heavens, we have been given the chance of spending all those billions we 


wanted to on guns. 


| Mr. Martin: May I interrupt for one second? Did I say anything 
about gleefully? As a matter of fact, my view is the American taxpayers 
are likely to be extremely restive under this treatment. I do not think 
that I said anything about their enjoying it. 


_ Mr. Newron: Let us go on to your next point. 


Mr. Crowrner: I confess that I was reading it into Martin’s other 
point. 
~ Now, I skip to another point which he made at the very end—that the 
natural thing to do was not to go to compete with the Americans in 
dollar markets but to trade with Eastern Europe. That does seem to me 
to be one of the most astonishing fallacies. Competing with the Amer- 
icans in dollar markets, well, that is international trade. There are very 
few markets where this country does not compete with the United States. 
We are not very direct competitors. Our most direct competitor in the 
world is Germany. But we are roughly the same sort of a nation 
economically as the United States. If we are going to engage in inter- 
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national trade, of course, we are going to compete with the United 
States. As for Eastern Europe, I do think that this belief is one of the 
most astonishing fallacies that there is something natural in trade be- 
tween Western Europe and Eastern Europe. There never has been any 
great trade between Western Europe and Eastern Europe, with the sole 
exception of Germany. Of all the Marshall Plan countries, Germany is 
the only one—oh, Austria is a Marshall Plan country—Germany and 


Austria, the two of them, are the only ones to which trade with Eastern ~ 


Europe ever has been of any very great importance at all. 


Mr. Kune: Gentlemen, I think that you both proved the point which — 


I was trying to make. The United States has been rather generous in 
setting up the Marshall Plan countries as a competitor to itself. 


Mr. Martin: Of course, I agree about its being mainly Germany and 


Austria; but Germany is frightfully important in this respect, because 


the thing that is happening at the moment is that we are setting to work — 


to rebuild Western Germany, and I would have thought that we were in 


grave danger in this country of finding Germany a very serious com- © 


petitor of ours, particularly in all matters with respect to steel, before 


very long has passed. I would have thought that if that happened, we were — 


likely to find a great shortage of markets for the whole of Western 
Europe and that that would mean that we became colonial slums, de- 
pending on American aid, just as far as America would like to look 
after us. 


Mr. CrowTHer: That is another very large point—the whole future of 
Germany—and I would only say this at the moment: That if we here in 
Britain can live only in the future by permanently impoverishing an- 
other large nation, well, then, I do not think that we deserve to live. 
I believe that we can earn our livings in this country fairly, competing 
with all comers, including Germany. 

But there is a very real point on which I do agree with Martin, and 
this is the second point of doubt about the future of the Marshall Plan to 
which I referred a moment ago. It is whether we are not being led 
unconsciously into a greater degree of dependence upon charitable dol- 
lars than is sound or proper. It is the dilemma in all forms of charity. 
A man comes to you who cannot at the moment earn his living, and you 
will say to him: “My dear friend, I will give you a subsidy for a few 
years in order that you may be put on your feet and be able to earn your 
living.” Now, of course, the fact that you give him a subsidy does in- 
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jevitably in some degree reduce the pressure of necessity upon him to earn 
his living; and I think in some degree that that may be happening in 
| ey Europe. We are a little bit too comfortable living on these 
dollars, and though we all say and the Americans tell us that, of course, 
we are going to have to do without them in 1952, we are not in fact mov- 
ing that way as fast as we might. 


Mr. Kune: You know, I am not particularly worried about that fear, 
and I should not think you would be either so long as Sir Stafford 
Cripps is at the head of the Exchequer, because if anyone wants to live on 
charity, it certainly is not Sir Stafford. 


Mr. Crowtuer: Might I just interject, though it is a very egotistic 
thing for an Englishman to say, that I think that what I was saying a 
/minute ago applies to Great Britain less than it does to the other Marshall 
‘countries. 


Mr. Martin: I made the point very strongly, did I not, just now (I 
was hoping that somebody would agree with me) that the only country 
which was really setting out to become economically independent by 
1952 was England under the Labour government of Sir Stafford Cripps. 
Now, our friend from America, to my surprise, representing, I presume, 
those great American taxpayers’ dollars, wants Sir Stafford Cripps 
permanently in office while Crowther has brought himself to the posi- 
tion in which he cannot possibly want to reverse his track and he must 
want Sir Stafford firmly there in order that we should not behave like 
our Continental friends who are not succeeding in building up independ- 
ence by 1952. I am sorry, Geoffrey, but there you are. 


Mr. Newton: Both Crowther and Kline want to answer that. Crow- 
ther, you start. 


Mr. Crowruer: I just want to say, to come to that, I almost agree with 
Martin there, which is a very strange position to find myself in, I may 
say. I almost agree. I would amend it only very slightly. I would say 
that the United Kingdom is doing pretty well in this respect under the 
leadership of Sir Stafford Cripps and with the reluctant agreement of the 
Labour movement. 


Me. Kune: I do not think it particularly surprising that Sir Stafford 
thinks that two and two make four. 


Mr. Crowrtuer: Oh, it is very surprising; he is a Labour leader. 


12 '. THE UNIVERSITY OF CHICAGO ROUND TABLE 


Mr. Newton: I think that you had better sum up your general poste 
tions and your view of the future. 


Mr. Crowtuer: I do not know that there is much summing-up to be 
done, for we have covered so much. If I tried to sum it up, just in one 
sentence or two sentences perhaps, I would put it this way: That one of 
the great delusions mankind currently suffers from is that politicians are 
wonder-workers who can, by evolving plans, make things suddenly and 
immediately a very great deal better. That may produce a certain amount 


of disappointment over the Marshall Plan. But realistically looking at it, — 
the real job of politicians and of international statesmen is to prevent — 


things from getting a great deal worse; and if we were all content to 


judge the Marshall Plan on that basis, I have not any doubt at al] that 


we should decide that it is succeeding. 


Mr. Martin: I would say that the present danger of the world is that 
we are using that movement toward unity, as has happened to a surpris- 
ing extent,and largely I think due to the faults of Russia we are moving 
toward a unity which is based much too much on fear, much too much 
on expectation of war, much too much on anti-Soviet feeling. What I 
want to see is a movement here, much stronger in character, to try to 
make a success of our social democracy; and if we can do that, then I 
think that we can approach Soviet Russia in a new spirit and hope that 
one may succeed in getting some kind of an agreement. 

Therefore, the point of my remarks has been critical throughout. I do 
not want to see Marshall aid, as I say, turn into “martial” aid spelled in a 
military way, because I think that that means that war is inevitable; 
and I think that it moves away from that economic improvement and 
unity which might conceivably give us a basis for coming to an agree- 
ment with the Eastern world. Therefore, I want East and West trade to 
increase, and I want to look at the increased unity and strength which 
we have in the West as a basis for peace and not as a basis for war. 


Mr. Kune: Judged by one person’s experience, and one person’s alone, 
in the year in which Marshall aid has been operating, it seems to me 


there has been an enormous improvement in Europe and, to that extent, 


I think that the Marshall Plan is succeeding. 


Excerpts from 


A REPORT ON RECOVERY PROGRESS AND 
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Submitted by the Economic Cooperation Administration 
February, 1949 
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THE United States of America has made about $5 billion available to 
‘Western Europe during the first twelve months of the European 
Recovery Program. It is estimated that, if this great effort is to be carried 
forward effectively, $1.15 billion will be required in the last quarter of 
' 1948/49, and $4.28 billion in 1949/50. 
__ This is a considerable reduction in annual cost. It is still a tremendous 
sum to ask from the American people. This year’s request, however, is 
made in circumstances very different from those which obtained a year 
ago. Today there is a record on which to stand, a record of achievement 
; 


both for the Europeans and for the American people. It is by this record 
that the request for further funds should be judged. 

In embarking on this program, the American people recognized that 
they had an enormous stake in helping to restore the free nations of 
Europe to economic health and to maintain their political freedom. 

The Economic Cooperation Act was designed to give those nations the 
margins of help and of time with which they could work out their own 
salvation. Desperate men take desperate actions. Pathetically often in 
our time, nations in the face of poverty and bankruptcy have turned to 
totalitarianism. Such choices are not made by free men in a free and 
stable society, and it is to the creation of such a society that the European 
Recovery Program is dedicated. 

America’s stake in Europe is not only political but also economic. 

The European countries have been by tradition our best customers and 
are vital to the functioning of world commerce. Europe before the war 
bought and sold a large share of the total goods involved in interna- 
tional trade. Unless Europe regains its economic health and again be- 
comes self-supporting, we cannot hope to establish in the world the 
non-discriminatory trade and financial policies for which we stand. If 
conditions in Europe had continued to deteriorate, all American busi- 


ness would have suffered.... 


* Washington: Government Printing Office, February, 1949. 
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The American intention is gradually to taper off the amount of help 
which the United States would give and to let private business, the 
international financial organizations, and other permanent institutions — 
again take hold and become the channels through which American 
monetary resources are made available to support productive invest- 
ment throughout the world. In aiming at this, we are not seeking to 
impose on other countries any specific economic pattern. The degree to 
which other governments find it necessary and desirable to exercise 
direct controls over economic processes is a matter for them to decide. — 
The United States is simply following a common-sense policy which 
will, if it is successful, reduce the insistent economic pressures that com- ~ 
pel governments to ration, to control, and to regulate. Such a policy 
seeks to release the individual energies and individual initiative that | 
must be fostered if any type of economy is to be vigorous and healthy. 

In undertaking the European Recovery Program, we abandoned — 
piecemeal attempts to restore economic health, and rejected mere relief | 
for the concept of recovery. We required, as a condition of our aid, | 
that Europeans work together in a program designed to bring Western — 
Europe into economic balance by mid-1952. This they have done, and ~ 
the growing effectiveness of their Organization for European Economic 
Cooperation (OEEC) demonstrates that self-help and mutual aid are 
vital ingredients in the recovery effort. Our part of the task was to 
furnish the dollar assistance that no amount of effort on the part of © 
Europeans could provide. This dollar assistance will account for only 
about 5 percent of the total amount to be devoted to European recovery 
from all sources, but it is the margin between success and failure... 

Western European recovery is a process that involves three major 
operations. The first and most urgent is physical recovery from the 
effects of the war: essential reconstruction, the revival of production in 
industry and agriculture and their advance to something approaching — 
the pre-war level and pattern, and the resumption of trade. The second — 
is the accomplishment of those major structural changes in the economies 
of the participating countries by which alone they can be adapted to the 
post-war economic environment. These are the adjustments that must 
be made if Western Europe is to live without foreign aid at even a 
minimum standard. Finally, there is the development, rationalization, 
and expansion of the economies to permit a rise in the standards of living 
after aid has ended.... 

On the whole, the first phase is nearing completion except in a few 
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ss This has been made possible by the use of monetary reserves 
hich existed at the end of the war, and by extraordinary economic as- 
aa from the United States and other countries. The second phase 
s to be completed by mid-1952, when, at the latest, extraordinary United 
states aid will cease. 

The economic Santis achieved in 1948 is impressive when com- 
dared with actual conditions in 1947 and with the conditions which 
night have developed had the threatened collapse of 1947 been allowed 
o occur. Had United States assistance not become available, hard cur- 
‘ency reserves would have been quickly exhausted; capital equipment 
mtended for the rehabilitation and expansion of European factories 

ould instead have been exported to foreign markets to pay for vital 
‘ood imports. Even then, hard-currency earnings would have been insuf- 
cient to pay for both minimum imports of food and minimum indus- 
‘rial raw-material requirements. Curtailment on imports of industrial 
4 materials would seriously have affected industrial output, and soon 
exports would have been inadequate to pay for even the minimum food 
‘mports. Within a matter of months, considerable parts of Europe would 
‘n all probability have faced serious political and economic disorder. 
| It is against this background that actual conditions at the end of 1948 
must be judged. As a result not only of American aid but also of the 
European action which it reinforced, Western European production in 
1948 increased considerably above 1947. Total output of factories and 
mines in 1948 was 14 per cent above 1947 and nearly equal to that of 
1938. The countries that had been lagging, notably Germany, Austria, 
and Italy, narrowed considerably the Tee that separated their recov- 
sry from that of the other industrial countries of Western Europe. 
Among the heavy industries, the outstanding record was achieved 
‘n steel. Excluding Western Germany, steel operations were well above 


ns 1938 rate and equal to the high year of 1937. The coal shortage eased; 


the tonnage produced in 1948 in the Bizone and the United Kingdom 
emained below that of pre-war, but production in all other important 
-oal fields in Western Europe increased almost to pre-war levels. 

The rapid recovery of railway transportation and electric-power out- 
sut materially assisted in the expansion of production. Total electric- 
ower production in the participating countries, excluding Germany, is 
95 percent above pre-war and railway freight traffic is up about one-third. 
| Crop production in 1948 was considerably above 1947 but was still 
selow pre-war levels, while livestock production was slightly above 1947 
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and still below pre-war. However, the record of 1948 can in | 
measure be attributed to the extraordinarily favorable weather co 
tions which prevailed during the agricultural season. 
Food availability from imports as well as from indigenous supplies 
was much improved over 1947 but was still somewhat below pre-w 
in caloric content. In terms of quality and variety, the comparison with 
pre-war is still more unfavorable, largely because of deficiencies in me 
fats, and dairy products. However, the distribution of food among 
various classes of the population has in many countries been more equi 
table than before the war. 
The progress made in 1948 toward more efficient employment of 
manpower also assisted in expanding production. Increased supplies 
of materials and fuels, as well as improvements in food conditions and 
transportation, permitted gains in output per worker, although pro- 
ductivity in most industries has not recovered fully to pre-war levels. | 
The wartime dislocation of the labor force is being gradually overcome 
but scattered labor shortages remain. As a result, many countries are} 
attempting to redirect workers to more essential industries. The OEEC | 
Manpower Committee has been investigating the possibility of labor } 
migration from countries with surplus workers, such as Italy and West | 
ern Germany, to regions where labor is scarce. 3 
Encouraging progress was made in 1948 toward a better balance | 
between effective supply and demand within many of the participati 
countries. The upward pressure on prices which had been general in} 
1947 abated somewhat in these countries during 1948. As a result, many] 
practices adopted by these governments to counteract inflationary pres) 
sures, such as rationing, allocation, and price controls, could be relaxed. | 
This has by no means been accomplished just through increased produc) 
tion. It has been the result of wise and, in most cases, difficult fiscal policy y 
decisions. The British budget has been brought into balance and 
importance of this accomplishment cannot be overemphasized. In Italy 
the credit restrictions imposed in September 1947 to avert the threat of a7 
runaway inflation have been so drastic that the stabilization produced’ 
deflation, which has only recently eased somewhat.... 
As a result of stronger fiscal policies as well as of increasing output) 
the volume of exports has generally risen and the ability of Westert 
Europe to pay for imports improved considerably in 1948. The United 
Kingdom increased its rate of exports over 1947 and, during 1948, 
attained a level 37 percent above pre-war. Exports from Belgium, Italy 


— 


ee teen ee SE ea. an 
a THE UNIVERSITY OF ‘CHICAGO ROUND TABLE WY 


¢ Netherlands, and Sweden have also increased as compared with 
47. However, French exports to foreign countries are reported to be at” 
ie same volume as in 1947, while the exports of Denmark and Turkey 
tually declined in 1948 as compared with 1947. The total imports of the 
articipating countries continued below pre-war levels during 1948, but 
aports from the Western Hemisphere, while less than in 1947, still 
«ceeded pre-war rates.... 

‘Table 1 shows the net ERP aid to be received by the Garces 
yuntries in 1948/49: 


® TABLE 1. Ner ERP Am For 1948/49 (In Millions of Dollars) 
: Gross ECA Net Drawing Net ERP 
Aid Rights Received (++) Aid — 
or Extended (—) (Col. 1 plus Col. 2) 
(1) (2) (3) 
PS eye a hele = 215.2 + 63.5 278.7; 
um-Luxemburg and Bel- 
gian dependent overseas ter- 
Te ee 247.9 —207.5 “40.4 
MMR Ge ir Sho. oe Fase 109.1 + 68 115.9 
fee Territory of Trieste ..... 17.8 17.8 
tance and dependent overseas 
| TL Ne a a 980.9 $323.3 1,304.2 
ermany: Bizone ........... 410.6 — 67 403.9 
pa French Zone ...... 99.2 he 3) 100.0 
» BS hoe nei SER eee 144.8 + 66.8 211.6 
oS Aan Se cameras Sy) — 35 17 
OD 2 ee 78.3 78.3 
= bb eee 555.5 — 20.3 535.2 
etherlands and dependent 
verseas teffitories ........ 469.6 + 717 541.3 
ES Se ar ae ee 83.3 + 31.8 115.1 
Unie, Ae eee 46.6 — 25.0 21.6 
On 6 A Na Ee aI SbF. — 11.7 28.0 
mud Kingdom ........... 1,239.0 —290.0 949.0 
ommodity PRESERVE iso hans 13.5 See as 13.5 
4,756.2 0.0 4,756.2 
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“Much of Europe’s recovery in 1948 is directly attributable to Ameri- 
im aid—to the food, raw materials and other goods, the purchase of 
hich was financed with aid funds. But American aid did more than 


It siuulated self- en of a magnitude many times _ greater than 
9 


; - trade; and it hanes the effectiveness of mutual a 
d cooperation among the participating countries. . 
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